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Figure 3 




Investors set the 
deviation range 
aroxind the 
"Expected Price" 
according to their 
risk tolerance 
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At time T, investors 
mutually agree on the 
"Expected Price" which is 
used to calculate payoffs 

at the expiration date 



Payoffs are determined 
either by a fixed amount or 
by the difference between 
the actual price at time T+ 1 
and the Expected Price 



1 . Expected Price 

2. Price Limit 

3. Time 

4. Payoff 



Investors choose time horizon 
to terminate the contract 
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On May 1 , investor B sets an 
expected price at Y1 00/$ and 
expects the yen will depredate 
on May 5 
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On May 1, Investor A 
sets an expected price atY10(V$ 
and expects the yen will appreciate 
on May 5 




A lump-sum payoff will be 
determined by the yen 
on May 5 relative to the 
expected price set on 
May 1 
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NOW, investor B 
expects the yen to be 
between 100-110 level 



The expected price that 
A and B mutually 
agree NOW 



NOW, investor A 
expects the yen to be 
between 90-100 level 




Gains/losses will be 
detemnined by the yen 
in FUTURE relative to the 
expected price 



Figure 7 



NOW, investor B expects 
the yen will be outside of the - 
range Y90/&Y110/$ in FUTURE 
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NOW, investor A 
expects the yen will b 
trade between Y90/$ 
and Y110/$in FUTURE 



Gams/losses will be 
determined by ttie yen 
'> in FUTURE relative to till 
pnce range set NOW 



Figure 8 



NOW, investor B expects the yen 
will reach 110 level during th 
of NOW and FUTURE 
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NOW, investor A expects the yen 
v\;ill reach 90 level during the week 
Of NOW and FUTURE 



If the yen reaches either 
90 on 10, the contract is 
terminated and $1,000 lump- 
sum payoff will be paid. 

Otherwise, $1,000 lump-sum 
payoff will be determined 
by the yen in FUTURE 
relative to the expected price 
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